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COMPTROLLER OF THE CURRENCY
The adoption of accrual accounting for national banks is the subject of a pro
posed rulemaking by the Comptroller of the Currency (see the 4/21/82 Fed.
Reg, pp. 17069-70) . Responding to a recommendation by the Federal Finan
cial Institutions Examination Council (FFEIC), the proposed regulation
would become effective on 1/1/83 for national banks with assets of more than
$10 million, and on 1/1/85 for all other national banks. The purpose of
this regulation, according to the Comptroller of the Currency, is to
assure that the financial data they provide to federal regulators and make
available to bank shareholders, customers, and the general public are
timely, consistent, and fairly present their financial condition, income
and expenses. Written comments should be received no later than 6/21/82.
For additional information, contact Roger Pugh at 202/447-1723.

FEDERAL DEPOSIT INSURANCE CORPORATION
"Unsafe and Unsound Banking Practices; Request for Comment on Proposed Accrual
Accounting Rule" is the subject of a proposed rule by the Federal Deposit
Insurance Corporation (FDIC) (see the 4/21/82 Fed, R eg, pp. 17264-66). This
proposal, if adopted, would require that all insured State-chartered non
member commercial and mutual savings banks would have to maintain their books
and records of account on the accrual basis of accounting. This requirement
would become effective on 1/1/83 for all such banks with assets of more than
$10 million as of 12/31/81. As of 1/1/85, the requirement would apply to
all such banks regardless of size. This proposed rule reflects the judg
ment of the FDIC in response to recommendation by the Federal Financial
Institutions Examination Council (FFEIC) that all federally supervised com
mercial and State-chartered mutual savings banks be required to maintain
books and records of account on the accrual basis of accounting. The ef
fect of this rule, according to the FDIC, would be to improve the quality
of financial data on banks. Comments must be received on or before 6/21/82.
For additional information, contact Felicite MacFarlane at 202/389-4141.

FEDERAL TRADE COMMISSION
The FTC decision to reorganize its regional offices will result in the clos
ing of offices in Boston, Denver, Los Angeles, and Seattle, according to
FTC Chairman, James C. Miller III, in testimony before the House Subcom
mittee on Commerce, Consumer and Monetary Affairs, Committee on Government
Operations, on 4/22/82. Miller told the Subcommittee, headed by Rep.
Benjamin Rosenthal (D-NY) , that his decision to consolidate the regional
offices was based primarily on a determination to improve the overall man
agement of the agency. He said that the new regional structure will improve
efficiency and make it easier for the bureaus and the regional offices to
develop a coordinated, coherent approach to law enforcement. Commissioner,
and former FTC Chairman, Michael Pertschuk, testified against the planned
closing of the four regional offices. He said that the facts of regional
office accomplishments in enforcement speak for themselves. For example,
he noted that in 1980 with "just 16% of the agency's total budget, the
regional offices obtained almost 100% of the $51 million in consumer
redress won by the Commission that year." As a result of the consolida
tion decision, the FTC will retain offices in New York, Cleveland, Atlanta,
Chicago, Dallas and San Francisco.
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Some taxpayers engaged in part time direct selling activities are overstating ex
penses in an attempt to convert personal expenses into business deductions
according to a statement by IRS Commissioner, Roscoe L. Egger. Testifying
before the House Ways and Means Committee, Subcommittee on Select Revenue
Measures 4/19/82 Commissioner Egger said, "these individuals are underpaying
their proper taxes through this loss device, causing other taxpayers to bear
more than their fair share of the tax burden." The hearing, chaired by
Representative Fortney Stark (D-CA) was held in response to reports of wide
spread abuses in use of business deductions ly part time direct sales agents.
Rep. Stark opened the hearings by playing a tape recording of a presentation
made to a group engaged in direct sales which purported to tell them how
personal expenses could be turned into business expenses. Among samples of
types of deductions being claimed according to Commissioner Egger are that
taxpayers take a vacation and deduct its entire cost since they discussed the
business with one individual they met on the trip. Or, taxpayers will de
duct the expenses for their pet dog since the "guard dog" protects the busi
ness. Commissioner Egger said, "such expenses are not legitimately deductible
and some, in fact, may well be so blatant as to call for the imposition of
significant penalties in appropriate cases."
SPECIAL:

FINANCE SUBCOMMITTEES TO HOLD JOINT HEARING QN INTEREST EXCLUSION MEASURE

A measure designed to phase out the consumer interest deduction while expanding
a law now on the books to partially exclude interest income beginning
in 1985, S.2214, will be the subject of a joint Finance Subcommittee hearing
on 5/7/82. The legislation, introduced by Sens. Harrison Schmitt (R-NM),
Mack Mattingly (R-GA) , Bob Packwood (R-OR), Steven Synrns (R-ID), and Charles
Grassley (R-IA) seeks to phase out the deductability of consumer interest,
excluding mortgages and investments, beginning with a 25% elimination on
7/1/82. The phase out would increase to 50% in 1983, 75% in 1984, and 100%
in 1985. Additionally, the legislation intends to move up the effective
date of the net interest income exclusion included in the Economic Recovery
Tax Act of 1981. The partial exclusion for interest income would become
effective for tax years beginning after 12/31/81 instead of 12/31/84, as
originally included in the Act. Further, the bill increases the excluded
percentage from 15% to 25%, raises the annual exclusion ceiling from $450
for individuals and $900 for those filing jointly to $500 and $1,000, re
spectively. Dividend income would also be eligible for the exclusion under
the measure. The Subcommittee on Taxation and Debt Management and the
Subcommittee on Savings, Pensions and Investment Policy will begin the
hearing at 9:00 am on 5/7/82 in 2221 Dirksen Senate Office Building.
For additional information, contact the Finance Committee at 202/224-4515.
In a related matter, the Ways and Means Committee will hold hearings
on 4/21/82 on the proposed Technical Corrections Act of 1982, HR 6056 and
on the Administration’s proposal for management of the public debt. The
hearing on the public debt will begin at 10:00 am; the HR 6056 hearing will
begin at 2:00 pm. Both hearings will take place in 1100 Longworth House
Office Building. For additional information and requests to testify (by
4/23), contact Harriet Lawlor at 202/225-3627.
SPECIAL:

NEWLY APPOINTED SEN. BRADY NAMED TO BANKING COMMITTEE

Nicholas F. Brady, a New Jersey businessman was formally sworn into the Senate
on 4/20/82. Sen. Brady (R-NJ), appointed last week by New Jersey’s Governor
Thomas Kean to complete the term of former Sen. Harrison Williams has been
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assigned to the Senate Banking and Armed Services Committee. Sen. Brady
has been the Managing Director of Dillon Read and Company, a New York City
investment banking firm and the Chairman of Purolator, Inc.

SPECIAL:

ALTERNATIVES TO INCOME TAX SYSTEM PROPOSED BY SEN. GRASSLEY

A measure designed to direct the Administration to study the advisability of re
placing the existing federal income tax system for individuals and corpora
tions with a .variety of options is currently under consideration. The bill
S.2376 introduced by Sen. Charles Grassley (R-IA), would give Treasury six
months to complete a report on the feasibility of implementing a lower-rate
structure on a broader tax base. Specifically, the study would cover the
use of the following tax bases. Gross income would apply to a low, flat
rate of tax to gross income for individuals and to gross income less sales
for corporations. Consumption would direct taxpayers to tally assets at
the beginning of the year and add income from all sources. To arrive at
the taxable basis, the taxpayer would subtract his assets at the end of the
year from the beginning-year total, then apply either a lew flat or pro
gressive rate. Percentage of consumption, is essentially the same as an
excise tax. Lastly, Treasury would study the use of an expanded definition
of taxable income. This would be achieved by eliminating many of the exist
ing tax deductions, exclusions and credits that reduce the tax base. A
similar bill was introduced in the House, HR 5868, by a bipartisan coalition
of Ways and Means Committee members directing Treasury to study the gross
income tax (GIT).

For additional information, please contact Jim Kovakas, Gina Rosasco
Nick Nichols or Kathee Baker at 202/872-8190.
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